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evil. Mill's Principles were published in 1848, and were un-
doubtedly in preparation while the revolutionary propaganda
and these attacks upon property and upon classical economics
were raging.

Mill's analysis of profits held the field for a great many years.
Yet it is not difficult to point out how very unsatisfactory it was.
Most of the owners of the equity shares of a limited company
have no part in the management. Their dividend is therefore
not wages of management. When the company has been estab-
lished many years and has gained a world-wide reputation they
are often taking far less risk than those who leave their money
on deposit with some banks. Yet upon the original amount
subscribed they may receive for many years a rate of dividend
which is several times that obtainable in 'gilt-edged3 security.
Their dividend can therefore scarcely be termed the reward of
abstinence. All this was in due course pointed out by those
who attacked 'unearned increment'. Curiously enough Mill
himself attacked the unearned increment of rent and proposed
to appropriate it to the State. It was left for later economists
to admit that profits were often similar in nature to rent, and
likewise subject to unearned increment.

We must, however, return to consider as a whole the classical
theories which were so severely criticized by continental social-
ists. They fall under two main heads: theories of value, and
what have usually been termed theories of distribution. It has
been pointed out that the latter were not strictly theories of the
distribution of wealth or of income, but theories of the deter-
mination of the rates of income. A real theory of distribution
would have explained how the total share of the national
income passing to each class of recipient was determined. But
the term is well established and will require much effort to
dislodge it.

Classical theory of distribution

The framework of the classical theory of distribution was laid
by Adam Smith. He conceived production as carried on under
arrangements between the employer and the landlord, and the